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DOH/PPA/…CON#1510-041                                                                                                     Tennessee Orthopedics 

CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: December 31, 2015 
  
APPLICANT: Tennessee Orthopedics 
 101 Physicians Way 
 Lebanon, Tennessee 37090 

 
 CN1509-041 

 
CONTACT PERSON: Christi Griffin, Esquire 
 113 E. Main Street 

Lebanon, TN 37087 
  
  
  
COST: $2,471,197.43 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
 
The applicant, Tennessee Orthopedics, P.C., proposes to relocate a magnetic resonance imaging 
(MRI) scanner from its current office location at 1616 West Main Street, Lebanon, TN 37087 to 101 
Physician’s Way, Lebanon, TN 37087.  In addition to the relocation, the applicant seeks Certificate 
of Need (CON) approval from the Health Services and Development Agency (HSDA) for the 
upgrade of the current 5 year old MRI with a new up to date MRI scanner.   
 
The applicant is a medical practice comprised of specialty orthopedic and orthopedic surgery 
physicians located at 1616 West Main Street, Lebanon, TN, which has been offering on site MRI 
services to its own patients since 2004, CON No. CN0004-024.  The medical practice is relocating 
to another site, 101 Physicians Way, Lebanon, TN, which will be part of a newly developed medical 
office complex known as Physicians Plaza of Lebanon.  Instead of incurring the costs to move an 
older MRI unit, the applicant intends to replace the unit with a newer GE MRI scanner.  The 
applicant is not adding additional MRI services to the area. 
 
The current MRI unit is a 2011 GE Signa 1.5 tesla with the lease expiring in December 2016.  
Tennessee Orthopedics plans to upgrade the MRI by leasing a GE Optima 1.5 system with Flex 
array coils.  This is the latest GE unit and provides the newest technology and can accommodate 
patients up to 500 pounds.  At this time, no other unit in Wilson County has this capability.  This 
provides patients with a higher standard of care.  With the need for newer technology and the cost 
to relocate the current unit, it is more cost effective to lease a new unit at the new office site as 
opposed to incurring the cost to move the older scanner to the new location.  
 
The only constructions costs will be for the build out and shielding of the MRI suite, estimated to 
be $150,000.  The total estimated project cost is $2,471,197.43.   
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GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 
NEED: 
The applicant’s service area includes Wilson, Smith, Macon, Sumner and Trousdale counties, 
accounting 89.1% of the applicant’s patients originating in these five counties.  
 
 

County 2016 
Population 

2020 
Population 

% of Increase/ 
(Decrease) 

Macon 23,453 24,202 3.2% 
Smith 20,207 20,833 3.1% 
Sumner  178,730 190,261 6.5% 
Trousdale 8,402 8,739 4.0% 
Wilson 129,094 138,561 7.3% 

Total 359,886 382,596 6.3% 
Tennessee Department of Health, Division of Policy, Planning, and Assessment-Office of Health Statistics, 2020,       
Tennessee Population Projections 2000-2020, Revision June 2013, Revision 

 
The applicant states that in order to move forward with their long term practice expansion goals, 
extensive renovations would be required at the current location.  In addition, the current space is 
too small to accommodate the planned growth of the medical practice.  Rather than incur the 
expansion and renovation costs needed for the current site, the practice shall relocate to a newer 
medical complex located at 101 Physicians Way, Lebanon, TN.  This location is immediately off of 
Interstate 40 at Exit 236 which will provide for easy access for patients.  The new location is 
approximately four miles from the current location. 
 
TENNCARE/MEDICARE ACCESS:  
Tennessee Orthopedics is a Medicare and TennCare provider.    
 
Anticipated gross revenues from Medicare in year one of the project are $466,180 and 18% of 
total revenue.  Anticipated gross revenues from TennCare in year one of the project are $647,472 
and 25% of total revenue.   
 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 
 Project Costs Chart:  The Project Costs Chart is located on page 22 of the application. 

 The Total Estimated Project Cost is $2,471,197.43.  This is comprised as follows: 
Legal and Administrative $15,000 
Office Space Lease  8 year $463,360.16 
Equipment and Service Lease, Taxes  7 year $1,987,289.56 
CON Filing Fee $5,547.71 

 
The cost per square foot is estimated at $1,766.60/sq.ft.  This is calculated by dividing the total 
estimated cost by 1,396 sq. ft. for the MRI suite.  This cost compares favorably to the recent MRI 
relocation for CON CN1505-016 Premier Medical Group, where the cost per square foot was 
estimated at $1,956/sq. ft. 
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Historical Data Chart: The Historical Data Chart is located in Supplemental#2, page 9, 
and contains the data below. 
Year MRI Scans Income/(Loss) 
2012 1197 $109,388 
2013 1196 $16,735 
2014 909 ($110,907) 
 
The applicant attributes the decline in MRI exam volume to the abrupt departure of 4 of 6 
orthopedic and mid-level practitioners in November of 2013.  From that time through most of 
2014, only one physician and one mid-level practitioner were ordering MRI exams. 
 
 
Projected Data Chart: The Projected Data Chart is located in Supplemental#2, page 10. 
The applicant projects 1693 MRI procedures in year one, and 2565 MRI exams in year two, 
with net operating incomes of $320,736 and $421,084 respectively.  Compared to the 2014 
MRI volume of 909 exams, the year two exam projection of 2565 exams would constitute a 
182% increase in volumes, while increasing net income by $531,991. 
 
Year MRI Scans Income/(Loss) 
Year one 1693 $320,736 
Year two 2565 $421,084 

 
Year one Average Gross Charges are estimated at $1529.76 per scan, while year one Average 
Deductions per scan are $1204.71, leaving an Average Net Charge of $325.05 per scan in 
year one.  According to the HSDA Equipment Registry, this average gross charge is the lowest 
in Wilson County. 
 
The medical practice added a physician’s assistant in 2014 and 3 ordering physicians in 2015, 
with a 4th and 5th ordering physician expected to join the practice in 2016 and 2017 
respectively.  The increased physician staffing is expected to drive the MRI procedure volume 
to support the project. 
 
The applicant proposes the project is financial feasible as the current monthly site lease and 
MRI lease both terminate in January 2016.  The lease arrangements will simply be replaced 
by the new site lease and upgraded GE MRI lease.  In addition, the equipment lease provides 
for the removal of the current MRI unit and as well as the installation of the new unit, which 
is considerably more cost effective than moving the current unit for less than one year left on 
the existing lease. 
 

 
The project will be financed with cash reserves of the applicant paid monthly according to the 
terms of each lease. The applicant has a line of credit of $250,000 readily available to offset 
any cash flow shortages that may occur during the relocation, and as the practice builds to its 
expansion goals. 

 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
 
The applicant is relocating their medical practice to a medical office complex located directly off of 
Interstate 40 at exit 236.  This move also includes the relocation of their “in office” MRI scanner. 
The applicant has been providing MRI services to their own patients since the approval of CON 
CN1505-016 in 2004. This project will not add or duplicate current MRI services in the area and will 
have no adverse effect on other MRI providers.  The applicant is replacing a five year old MRI unit 
with the latest GE Healthcare MRI unit which provides the most up to date technology and also will 
accommodate patients up to 500 lbs.   
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The new office location is immediately off of Interstate 40 at Exit 236 which will provide for easy 
access for patients from several surrounding counties.  The new location is approximately four 
miles from the current location. 
 
Included on page 37 of Supplemental #1 is a letter from David E. Pine, Evergreen Constructors, 
LLC., stating that the physical environment of the MRI suite will conform to all applicable federal 
standards, and licensing agency requirements. 
 
The applicant has a contractual agreement with Advanced Diagnostic Imaging, PC for the 
interpretation of MRI scans.  The physician providers are on the active medical staff of: 
University Medical Center, Lebanon 
Mt. Juliet Outpatient Surgery Center 
Sumner Regional Medical Center, Gallatin 
Macon County General Hospital, LaFayette 
Riverview Regional Medical Center, Carthage 
Trousdale Medical Center, Hartsville 
Tri-Star Summit Medical center, Hermitage 
 
The applicant currently employs a full time MRI technologist, and does not anticipate increasing or 
decreasing MRI staff after the project relocation. 
 
The applicant states they are aware of all applicable licensing certification requirements and will 
comply with all state requirements. 
 
The applicant participates in the physician assistant clinical training program at Trevecca 
University, and the nurse practitioner clinical training program at Vanderbilt University. 
 
 


